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Merit-Based Entry Scholarship

= University guarantees schoelarship of at
least $X to all applicants with grade point
average (GPA) of Y or better

= |ncreases In both prevalence and value
frem; 1994 te 2005




Why Merit Ala?

= Greater likelihood degree completion
= [Higher gevt. grant for heneurs, students
= ore affluent/influential alumni

= Concem that may: redistrilbute financial
ald firomi students; o |ewer SOCIOECONOMIC
status (SES) to students of higher SES




Main Questions In Paper

= |mpact of merit-based entry: scholarships
on university’s overall share of high-GPA
iegistrants?

= [Does Impact vary by neighboeurheod SES?

=S merit-aid of dispropertiionate henefit to
students from high SES areas?




Literature

" No known studies of merit-based aid In
Canada

m See paper for review ofi related Canadian
iterature and US merit aid: literature




Our Student Data

= Ontario Universities Application Centre
(OUAC)

= Applicants and registrants for Falll 1994-2005

= Ontaro ET- HS student applying for E
admission to a degree program

= Omits: non-Ontarie; PT; nen-degree; and
mature.

= Only: 3.1% off all registrants are emitied




OUAC Variables

= HS courses and grades (best 6 in final
year)

= Universities and pregrams to which
applied and preference ranking

= University and program, If-any, at which
iegistered that Eall

= |dentity of postal code and HS




Census Data

= Nejghbourhood characteristics from 2001
Census Dissemination Areas

= | inked to OUAC record by postal code

= \/ariable: high, middle or low Income
neighboeurheod
= [STaverage eguivalent heusehnold inceme: of

the student’s DA In the top, miaddle anad
poettem third efi this distrlutien?




University’ Level Data

= Macleans Universities Survey
= 0% budget spent on scholarships
= 0% budget spent on student services
= uition
= Statistics Canada Survey. of Tuition and Living Costs
= Counclil off Ontano Universities
= University: web sites and personal cemmunications

= Guaranteed Entry Secholarships
= OQUAC
= University welisites andi personal communications




Tuition History

= Pre-1990s, little effective flexibility: owing
10 100% “clawback™ applied to grants

= Some fee flexibility introduced: in 1990s
especially in professienall programs

= Result

= faster growth in tuitien

= still small differences amoeng Universities in
arts anadi SCIENces




Scholarships

= Steady Increases in % of budgets
allocated to scholarships and bursaries at
all universities

= 1994 2 (10) universities (out of 19) had
guaranteed: aid to students with 80+ (90+)

m 2005: 13 (16) universities (out of 19) had
guaranteed aid tor students with 80+

= Such aid does not generally affect the
level off aid available fron govi. SOUCES




EXpectations

= Ontario Is relatively closed system

= 90+% of undergrads in Ontario universities
are from Ontario

= 90+% of Ontarians In university attend a
university in Ontario

= Universities competing for same. peol of
academically strong students

= Universities and students arne
neteregeneous inlgualities and Interests




EXxpectations (contin)

= Verit aid Is a “sticker price” strategy that
should appeal more strongly to students
from less affluent backgrounds

= Other strategies (class size, facilities, etc.)
should appeal more: strongly. te' students
frem more affiuent backgrounds

= \Vert aid shoeuld change mix of registernng
students accordingly




Eigure 1

= |ncrease in tuition and fees ($2001)

= | argest increases In level and: diversity: of
values in deregulated professional
programs - Commerce and Engineernng




Eigure 2

= “Net Cost” by program and grade range

= Net cost = tuition + fees — expected
scholarship

= Expected schoelarship: based on
schelarship values and grade distribution
off entenng students By UnIversity

= General Increases In both expected
schelarship and net costs




Eigure 2 (cont.)

® Increase In level of net cost Is less than In
tuition and fees

= |ncrease In dispersion ofi net cost Is
substantial in all programs and especially,
In 90-100/grade range




Table 1

" Col. 2: effect of double cohort (2003)

= Col. 3: stability in ratio of registrants to
#19 year olds until 2002

= Cols. 4 and' 5: evidence ofi grade inflation
that appears to have started prior to
double cohort

= Same patterns for applicants (net shown)




Jrable A-4

= |s merit-aid conferred disproportionately
on; students froem high SES
neighboeurheods?

= | ow,Middle and High Income defined by
33 and 67" percentiles of equivalent
average neighbournoeod Income

= ep hall efi A-4 shews that URIVerSIty
applicants and registrants cleany drawn
fremi RIgher Inceme neighiourneods




Table A-4 (cont.)

= Bottom half ofi A-4 shows that distribution
of 80+ and 90+ students by iIncome tercile
IS similar to distribution of all students

= Key SES link Is with the: % of youth that
apply andiregister at a university.

m Key SES link Is noet with the GPA of those
Whoe do apply' and register at a university.




Table 2

= Distribution of student shares by university.
within grade and year categories

= lean share = (1/ number of universities):
19 total and 13 or 14 for Engineerng

= Engineenng mest concentrated
= Changes In rankings are common

= | arge differences in values. Use legs In
legressions




Regressions

= Results for registrants. Similar for applicants.

= 8 separate regressions by

= Arts, Science, Commerce and Engineering
= GPA level: 80-90 and 90-100

= Derivation of Dependent Variable:

= Within each combination of program, GPA levelfanad
year, We categorize registiants by university (19

except Engin), meceme tercile (3) and distance frem
UnRIversity (> 40 km: 6) not).

= 114 such cellsieach year (78 or 84 for Engineerng)




Regressions (2)

= Dep Var: (Lniof) share ofi registrants in each of
these 114 (or 78 or 84) cells

= 12 years of data. Hence each of the 8 (pregram
and grade level) regressions has either 1368 or
966 elhservations.




Regressions (3)

= |ndependent Variables:

= Relative Net Cost: (log of) net cost divided by

provincial' average net cost for that year,

program and grade range.

= Binany: high (lew) inceme area, 40+ km to
UnIversity, university-specific dummies
(Unreported), no year fixed effiects

= 0% off operating budget spent on schelarships

and bursares and %) spent on student
Senvices — university figure frem; Maclean’s




Regressions (4)

= \\Why not use Maclean’s rankings?

= No ranking across three categories and many.
strong students apply acress categories, e.g.,
Laurier and McMaster. Koeng and Veall use
changes in rankings BUII students interestead
In levell ofi costs rather than changes in costs

= Univ fixed effects and Maclean's rankings are
nighly: collinear

= Our data justify treating U efi I campuses
separately: and Macleanrs dees not




Regressions (5)

= Estimation Shortcomings:

= Omitted variables — quality and diversity of
programs, other aid, housing, etc.

= Endogenelty — entry aid adepted or enrched
due to declining share of academically streng
students

= Common In this literature and we have no
OLVIOUS panacea




Tables s'and 4 (1)

= TWo specifications of each of the 8
riegressions (by program and grade level)

= Odd numbered columns - simple with: no
Interaction between net cost and Income
dummies

" Eyven numbered columns - Interactions
petween net cost and Income: dummies




Tables sfand 4 (2)

= Non-cost variables

= [ ow Income area — significantly negative
= High Income area — not significant
= Residence >40 km — ne consistent pattern

= Proportions spent on schelarships and
students services - usually pesitive but net
significant




Tables 3 and 4 (3)

= Net cost coefficients without iIncome
Interactions — odd numbered columns

= 80-90 GPA — positive but not significant

= 90-1001GPA - negative and significant
= Elasticities generally modest: -0.08/te -0.13
= Engineenngs -0.86.




Tables 3 and 4 (4)

Net cost coefficients with iIncome
Interactions — even humbered columns

20w 1: omitted category (middle income)
ROW. 7 Interaction coeff for low: Income
ROW. 8: (1 + 7) total effect for low iIncome
ROW. 9k Interaction; Ceeri for hRigh inceme
Row 10: (1 + 9) total effect for high Income
RewW 11: (99— 7) difference highiversus lew




Tables 3 and 4 (5)

= Generally negative: interaction and total
cost effect for low Income areas

= Generally positive interaction and: total
cOSt effect for high low Income areas

= Coefilicient size andi significance vary. by
GPA and program




Tables s'and 4 (6)

= \ost robust result

= Significant poesitive difference between
Interaction coefficients for high and low
Income areas

= Higher net cost asseciated withi an| Increase in
the ratio of students from high Income aneas
o students from low: Income areas




Tables srand 4 (7)

= \\Why positive net cost effect for share from
highiiIncome areas?

= | imited control variables for level and
allecation off university budgets

= Universities with less merit-aid (high net
Costs) may. be allocating more funds to Uses
that appeal to students from higher Income
alieas, - class size, pregram variety, nen-
academic Sernvices, etc.




Main Conclusions in Paper (1)

= |mpact of net cost on university’s overall
share of high-GPA registrants?

= Noindication of iImpact fer 80-90 GPA

= |Vodest negative impact for 90+ GPA.
Larger fier Engineenng.




Main Coneclusions in Paper (2)

= Net cost effect vary by area income?

= Generally negative interaction and toetal cost
effect for low income areas

= Generally positive interaction and! totall cost
effect for high' low iIncome areas

= Coefficient size and significance vary by GPA
and pregram

= Higher net cest asseciated with anl Increase in
the ratie off students from high Inceme areas
(o) students friem Iow IncCome areas




Main Conclusions In' Paper (3)

= |Vlerit-aid of disproportionate benefit to
students from high SES areas?

= Key SES link Is with the % of youth that
apply and register at a university.

= Key SES link Is not with the GPA of those
Whoe do apply and register at a university.

= ARSWer 1o above guestion Is no-
conditional enr unIversity: participation
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